
INTRODUCTION
The marketing services industry 
delivered a mixed bag of results 
as it continues to deal with 
the revolutionary rather than 
evolutionary change of pace within 
the industry. Brexit, reduced 
client budgets, digital disruption, 
disintermediation, increased in–
housing and access to talent are 
just some of the challenges that are 
facing it. However, despite this and 
the change and restructuring that 
has been necessary to respond to 
some of these pressures, collectively 
the UK marketing services industry 
has shown year on year growth.

Nevertheless, as we have seen in recent 
years, agencies are still struggling to 
turn this growth into increased profit. 
Average operating profit margins 
across the whole survey remain low 
at 12.0% with only half the sectors 
surveyed managing to translate growth 
in income into improved margins.

In the Moore Kingston Smith annual 
survey, we reviewed the financial 
performance of eight distinct sectors: 
six individual disciplines - advertising, 
branding & design, digital, marketing & 
sales promotion (MSP), media planning 
and buying and public relations (PR), 
as well as the UK quoted groups and 
finally independent marketing services 
groups (whether individual or mixed 
discipline). The accounts that are 
reviewed are those that were filed at 

Companies House on, or before, 30 
September 2018 and, in the majority 
of cases, cover the calendar year to 31 
December 2017.

Agencies managed to achieve growth 
across the board this year with total 
gross income increasing by 7.1% and 
all eight sectors achieving growth in 
gross income in the year. The Top 50 
independents were the only group to 
achieve double digit growth, which 
was consistent with the three previous 
years at 10.3%. There was a reasonable 
amount of merger and acquisition 
activity that boosted growth in this 
sector but improved service offerings 
that capture the changing marketing 
services landscape also contributed to 
the results.

The MSP sector remains stubbornly 
flat with 1.2% growth and, following 
the WPP driven 17.4% growth seen in 
the quoted agencies last year, growth 
in gross income for this sector is back 
down to a slightly more sustainable 
6.6%. Special mention, however, goes to 
the advertising sector which, following 
a stagnant 2016, achieved a slightly 
more encouraging 4.0% growth in 
gross income in the year.

Operating profit margin is a key 
performance indicator for agencies. 
The Moore Kingston Smith target for 
any marketing services business is  
an operating profit margin of 15%; 
however, for premium businesses or 
those with a specialism, this should be 
closer to 20%. Although none  

of the individual sectors achieved the 
minimum target, the design sector 
was the closest with an operating 
profit margin of 14.9%. Other sectors 
have struggled with rising people 
costs, notably media planning and 
buying where the changing model for 
that sector has depressed operating 
profit margins to the lowest ever 
average of 12.2%. Last year the industry 
prepared for what surely would be 
a continuing shortage of top-level 
creative talent with the increased 
pressures surrounding employment 
and retention of key staff resulting 
in staff costs escalating. In line with 
expectations, employment costs per 
head increased as an average across 
the companies surveyed, reaching a 
high of £62,415.

Despite relying heavily on freelancers, 
the digital sector looks to have made 
a notable investment in key workers 
this year with as significant 16.5% 
increase in employment costs per 
head to £63,964, bringing this sector’s 
employment costs above average for 
the first time. We have yet to see what 
impact a post Brexit Britain will have, 
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but it’s likely to further reduce access to 
talent, making it even more expensive. 
All this alongside the prospect of 
having to put freelancers onto the 
payroll from April 2020 as the off-
payroll working rules come in to effect, 
likely means further financial strain. 
Whether it will lead to a cooling off of 
what will surely be a smaller freelance 
market remains to be seen.

One of the key ratios for any agency 
to monitor is the proportion of fee 
income spent on staff costs. The Moore 
Kingston Smith target ratio for people 
costs including freelancers is 60%. 
The amount of fee income spent on 
staff costs actually reduced again this 
year by 1.9% to 58.6%. However, the 
modest improvement may be more of 
a reflection of businesses being more 
reliant on more expensive freelance 
talent rather than any easing up of 
the upwards pressure on people costs 
caused by on-going skills shortages.

Despite operating profit margins 
remaining low, productivity is high 
with gross income per head across the 
sectors increasing by 6.8% to £107,012. 
Marketing and sales promotion 
consultancies continue to generate 
the lowest gross income per head of all 
the individual disciplines for the fifth 
year in a row – indicative of the type of 
services being provided and the threat 
they are under from in-housing.

This year it is the non-staff costs 
that have had the largest negative 
impact on operating profit margins. 
The Top 50 independent agencies 
alone saw a huge 21.4% increase in 
non-staff costs, which is primarily due 
to large restructuring costs, overseas 
investment and increased rental costs, 
particularly in the London based 
agencies. This is in addition, of course, 
to the increased reliance on expensive 
freelancers.

Operating profit generated across 
the quoted groups decreased for the 
first time since 2013, falling by 6.6%. As 
always, the quoted sector is dominated 
by WPP. Looking at historical figures 
over the last 10 years, it becomes clear 
that WPP is outperforming the rest of 
the sector and has boosted the average 
margin. With WPP stripped out, we 
can see that the remaining groups 
have struggled to return to their pre-
recession highs when operating profit 
margins were consistently hitting 
15%, and between them delivered an 
average margin of just 7.3%.

Promisingly, the marketing services 
agencies have continued to achieve 
growth in gross income despite 
the challenging and unpredictable 
market conditions. However, with the 
industry struggling to convert gross 
income into profit, average operating 
profit margins remain low. Given all 
the pressures facing the industry and 
with Brexit just round the corner, we 

do not expect to see any particular 
improvements in the near future - and 
life is likely to get tougher before it 
gets better with clients demanding 
faster, better, cheaper. However, there 
is quite a range of performance across 
the survey and some agencies that 
manage to outshine the rest. Our 
Financial Hall of Fame shows the best 
of the best.
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In order to gain admittance to the 
Financial Performance Hall of Fame, 
and to share a stage with such an 
illustrious cohort, agencies must meet 
all of the stretch targets for our most 
important KPIs:

•  Spending no more than 55% of gross 
income on employment costs

•  Recording an operating profit 
margin of >20%

•  Generating at least £120,000 of gross 
income per head

• Positive revenue growth

•  Overhead cover in excess of three 
months

For media planning and buying,  
we have set the employment costs  
to gross income target ratio at a  
higher 50%. 

As in the prior year, this year’s Hall of 
Fame is dominated by group-owned 
agencies, with just two independently-
owned agencies meeting all the 
targets.

By sector, it is the design and media 
planning and buying agencies that 
dominate the Hall of Fame with 
advertising being the only sector  
not represented and only one Top 
50 agency achieving all five stretch 
targets.

With gross income of this year’s 
members ranging from £5.5 million up 
to £48.6 million and seven out of the 
11 Hall of Fame agencies achieving a 
gross income of less than £15 million, 
it is the smaller agencies that are 
outperforming the rest. As we can see, 
size continues to be no barrier to entry 
to the Hall of Fame, suggesting that 
quality of offering is as important as 
economies of scale.

Now in its sixth year, the “Financial Performance Hall of Fame” 
recognises those agencies that are best in class in certain areas of 
financial performance.

FINANCIAL PERFORMANCE HALL OF FAME 2018

*Fox IPL Limited
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“The Moore Kingston Smith Annual Survey is 
a very valuable look at the historic financial 
performance of the advertising and 
marketing industry, looking at the top 50 
independent companies, the quoted sector 
and individual marketing disciplines. It’s 
produced by sector experts with thirty years 
of sector experience. It’s very well done.”

Sir Martin Sorrell 
Executive Chairman of S4 Capital

28th November 2018
LAUNCH OF THE MOORE KINGSTON SMITH ANNUAL SURVEY
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TOP 50
Gross income increases by 
10.3%

Operating profit margin is a 
disappointing 9.5%

Increase in gross income per 
head to £96,573

Continuing the trend set over the past 
two years, gross income generated 
by the Top 50 independent agencies 
and groups that operate across all 
of the marketing services disciplines 
has grown by 10.3%. Disappointingly, 
however, these year on year 
improvements in gross income are 
not being converted into strong 
margins. Perhaps most surprisingly, 
it is non-staff costs that have had the 
most detrimental impact on operating 
profit margins; these have increased 
by over 20% per employee with the 
inevitable effect that the overall 
operating profit margin has dropped 
to 9.5%. 

Based on gross income alone, the 
Top 50 continue to go from strength 
to strength, with a third consecutive 
year of growth rates higher than 10%. 
Despite many of the Top 50 expressing 
concern over reduced client budgets 
and unpredictable levels of activity, the 
growth is primarily due to increased 
demand for the services on offer, in 
addition to acquisitions made in  
the year. 

Total gross income per head generated 
by the Top 50 has increased from 
£91,350 in the prior year to £96,573. 
The improvement in gross income 
per head is despite a 4.4% increase in 
average staff numbers. This increase in 
staff numbers is despite the concern 

about attracting and retaining key staff 
and exceptional talent from the EU. 
Regardless, productivity amongst the 
Top 50 is strong and there does not 
seem to be any sign of a significant 
slowdown in demand.

Growth in operating profits across the 
Top 50 agencies remains high at 13.2% 
following an outstanding previous 
years growth of 40.2%. Despite the 
significant growth achieved in both 
gross income and operating profits 
across the Top 50, the operating profit 
margin remains well below our target 
level at 9.5%, a small decrease from 
9.7% last year. As predicted, agencies 
are generally struggling to control 
costs in what are still challenging 
market conditions. 

The Top 50 agencies are highly 
productive but profitability is low and 
it is non-staff costs that are having 
the most significant negative impact 
on profit margins. Compared to a 
reduction in staff costs per head of 
1.2% in the year, non-staff costs per 
employee have increased by 21.4%. This 
looks to be due to various factors across 
the Top 50, including high one off 
restructure costs, a potential increased 
reliance on freelancers, investing 
in overseas markets and increased 
property rental costs.

Freelancer costs are not disclosed in 
the financial statements but, in an 
attempt to reduce fixed costs and 
control overheads, it is likely that many 
agencies are relying more heavily 
on the use of expensive freelancers 
to complete one off large projects. 
This allows for more flexibility in a 
volatile business environment where 
agencies are struggling to forecast 
levels of client spend in the near future, 

but this flexibility comes at a cost 
with freelancers significantly more 
expensive than otherwise equally well 
qualified permanent staff. 

We previously predicted that staff costs 
would increase as a result of increased 
pressures surrounding employment, 
retention of key staff and a shortage 
of top-level creative talent in the wake 
of Britain’s decision to leave the EU. 
Interestingly, the marginal reduction in 
employment costs per head to £57,928 
suggests that the Top 50 agencies 
are not yet in the position of needing 
to offer extravagant remuneration 
packages in order to retain key staff. 

In conclusion, despite the Top 50 
independent agencies continuing to 
achieve good income growth, they 
struggle to convert this into strong 
profit margins. Productivity as a 
measure of gross income per head 
has increased to £96,573, showing 
that the agencies are performing well 
and improved delivery to clients has 
driven demand for the services on offer. 
However, profit margins remain below 
expectations at 9.5% and it is the non-
staff costs that are having the most 
detrimental effect on operating profits. 

The marketing services industry is 
robust and, although agencies should 
be looking to control non-staff costs 
in the future, the results still suggest 
that agencies are performing beyond 
expectations in the uncertain market 
conditions that have come about as a 
result of Britain’s decision to leave  
the EU.
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ADVERTISING
Revenue growth at 4%

Operating profit margins 
improve to 11.3%

Spend on staff costs falls from 
all time high to 58.6%

Independents report higher 
operating profit margins than 
group-owned agencies

It has been a positive year for the Top 
50 advertising agencies, as growth in 
gross income translates into improved 
profit margins.

Across the Top 50 advertising agencies, 
gross income increased by 4% on the 
prior year. This growth is particularly 
encouraging after the decline recorded 
last year. In total, 30 of the 50 agencies 
recorded growth in gross income, which 
is a slight increase on the 28 last year.

The average operating profit margin 
improved to 11.3% from 10.4%. 

Furthermore, the number of agencies 
that were able to achieve our target 
operating profit margin of at least 15% 

increased by two, taking it to 18. Whilst 
this is promising given continuing 
pressures from clients reducing 
budgets, delaying projects and taking 
work in-house, there were still six 
agencies that reported a loss and a 
further 17 that did not manage a 10% 
margin. Independent agencies were 
able to show a higher operating profit 
margin of 13% compared to group-
owned agencies at 10.1%.

Spend on employment costs as a 
percentage of revenue improved 
from the all-time high reported last 
year, falling from 61.3% to 58.6%. We 
recommend that, in order to be able 
to generate a respectable margin, an 
agency should aim to spend no more 
than 55% of revenue on staff costs and 
no more than 60% once freelancers are 
included. However, results over the past 
few years have shown this to be one 
of the key challenges for the sector, as 
the shortage of talent with the correct 
skill sets has pushed up staff costs, and 
procurement have squeezed rates. 
Encouragingly, 20 agencies were able 
to achieve our target but it remains a 
challenge for most. Some 13 reported 

spending more than 65% of revenue 
on staff costs and, not surprisingly, 
none of these agencies managed to 
meet our operating margin target of 
15%. It remains to be seen how the new 
legislation on off-payroll workers and the 
impact of Brexit will affect this margin 
next year.

Productivity as measured by fee income 
per head increased by 3.4% to £115,224 
as staff numbers decreased ahead of 
revenues. This is in line with our target 
for advertising agencies of between 
£100,000 and £120,000 per head and 
some 30 agencies met the target of 
£100,000, with 22 exceeding the upper 
range of £120,000.

Operating profit per head is one of the 
most important performance indicators 
as it combines both the profitability and 
productivity measures of a business. The 
increase in the average operating profit 
per head to £13,359 is positive news as 
it nudges further towards our target of 
£15,000. Of the Top 50, 18 agencies were 
able to achieve this target, compared to 
14 last year.

Whilst improved results this year 
are encouraging, it is still not easy 
for everyone to deliver good results. 
Agencies remain under significant 
pressure from clients to deliver more for 
lower fees whilst also trying to ensure 
they keep ahead of the competition with 
their offering. Faster, better, cheaper! 
Unfortunately, next year looks to bring 
more challenges for agencies with the 
continuing uncertainty around Brexit 
unlikely to help the staff cost positions. 
As always, it will be those agencies 
that can quickly capitalise on the 
opportunities created by change that 
will thrive.
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BRANDING AND DESIGN
Gross income growth 7.8%

Operating profit margin 14.9%

Over half of branding and 
design agencies report margins 
over 15%

Increase in gross income per 
head to £111,561

The Top 30 design agencies have had a 
strong year, showing continued growth 
rates on top of the success of last 
year. Pleasingly, strong performances 
in the most recent results have been 
spread more evenly across the sector 
compared to the feast or famine seen 
last year where companies seemed to 
thrive or struggle to break-even with 
very little in between. Although market 
conditions remain challenging, the 
sector has achieved a 7.8% increase in 
gross income and a significant 19.8% 
increase in operating profits to £64 
million.

This year, performance of the Top 30 
has exceeded expectations with a 6.2% 
increase in turnover to £718 million 
and a 7.8% increase in gross income 

to £431 million. Following a stagnant 
couple of years, many of the Top 30 
have implemented new business 
growth strategies in order to become 
more robust and efficient within the 
challenging market conditions. The Top 
30 have identified client retention as 
a key risk with those unable to rely on 
repeat business struggling the most. 
As a result, many consultancies have 
chosen to concentrate their efforts on 
more reliable international business.

Although not as impressive as the 
48.8% increase in operating profits last 
year, operating profits have grown by 
a substantial 19.8% in the year. Some 17 
agencies achieved our target operating 
profit margin of 15%, with a significant 
12 agencies recording operating profit 
margins in excess of 20%. Overall, the 
average operating profit margin across 
the Top 30 has increased to 14.9%, a 
level not seen since 2001! This increase 
has been across the board, with group 
agencies reporting operating profit 
margins of 18.4% compared to 12.7% 
recorded by the independents.

Although half of the Top 30 reduced 
average staff count in the year, average 
employment costs per head increased 

by 5.3% to £65,037, showing the 
continued move towards investing in and 
retaining key staff members. Across the 
Top 30, the key measure of productivity, 
gross income per head, has increased by 
9.4% to £111,561, achieving the benchmark 
set for design agencies of between 
£100,000 and £120,000, with £80,000 as 
an absolute minimum. Interestingly, the 
three companies that did not achieve 
the minimum benchmark also had the 
lowest employment costs per head 
across the Top 30.

Operating profit per head is perhaps 
the most effective measure of both 
productivity and profitability combined. 
A well run design agency should aim to 
generate between £15,000 and £20,000 
per head and, promisingly, this year 
operating profit per head has increased 
from £14,575 to £16,668. Many agencies 
have cited the importance of obtaining 
and retaining key hires in order to 
strengthen strategic capabilities and 
streamline team efficiency. The results 
in the year demonstrate that those 
agencies with more valuable employees 
are able to generate larger profit 
margins.

In conclusion, the design sector has 
continued to build on the success of last 
year, with this year’s results showing 
more widespread improvements in 
margins across the sector as a whole. As 
well as investment in overseas activities, 
many agencies have implemented new 
growth and efficiency strategies to 
become more robust in the 
unpredictable, challenging market 
conditions. For many, these strategies 
have resulted in a reduced but more 
skilful workforce, with the aim of 
maintaining long term working 
relationships with clients to result in 
more predictable repeat business.
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DIGITAL
Gross income growth of 7.8%

Operating profit margin 
improves to 11%

Group-owned agencies out 
performing independents in 
income growth and margins

Use of freelancers remains high

Gross income generated by the Top 
30 digital agencies has grown 7.8% to 
£736 million, compared to 15% growth 
in last year’s survey.

Individually, 20 agencies reported gross 
income growth, down from 23 in our 
previous survey, partly explaining why 
growth in income has not been so high. 
Impressively, eight agencies managed 
to generate growth in gross income of 
over 20%.

Operating profits across the Top 30 
increased by 3.9%, which is significantly 
down from the impressive 50% growth 
in last year’s survey. Digital by far 
showed the most impressive change, 
converting an operating loss of £10.3 
million last year to an operating profit 
of £11.1 million this year. This has of 
course affected the overall average 
improvement across the Top 30 digital 
agencies as, in fact, individually only 
nine agencies reported a growth in 
profit compared to 14 in the prior year’s 
survey. The other 21 agencies all showed 
a decrease in profit.

This year some six agencies reported 
an overall loss compared to just four 
last year (all of which managed to turn 
around their fortunes this year).

The total operating profit margin 
achieved by the Top 30 was 11%, which 
is an increase of 1.9% from last year’s 
survey. This, however, continues to be 
well below our suggested minimum 
of 15%, and target of 20%. The Top 30 
digital agencies have never achieved 
our minimum target in all the years we 
have monitored them. If we look at like 
for like agencies which are up to date 
with their Companies House filings 
then we see the margins actually fell 
from 10.7% to 10% which is therefore 
more indicative of current performance.

Disappointingly, the number of 
individual agencies actually achieving 
the suggested benchmark of 15% has 
decreased from 13 last year to seven 
this year.

Employment costs are the most 
significant factor in controlling profit 
for all agencies. In order to ensure a 
healthy bottom line, we recommend 
keeping people costs including 
freelancers below 60% of fee income. 
For the Top 30 as a whole, 52% of gross 
income was spent on employment 
costs. However, the low average 
operating profit margins indicate that 
overhead costs include a high level 
of freelancers; the inclusion of these 
would inevitably increase the average 
ratio for people costs to well above 60%.

The Top 30 digital agencies appear 
to have good productivity ratios, 
generating an average of £126,240 
fee income per head, significantly 
above our recommended minimum 
benchmark of £100,000. However, this 
number is inevitably inflated due to the 
widespread use of freelancers, which do 
not get reported in the staff numbers. 
We estimate this would likely bring 
the average fee income generated per 
person to nearer £100,000.

Total employed staff numbers remained 
fairly consistent with 0.5% growth to 5,657; 
therefore, we can assume the revenue 
growth has partially been achieved by 
increased staff productivity but also by 
increased freelancer use.

The profitability of digital agencies seems 
to be struggling to show much real 
improvement towards our suggested 
minimum of 15%, with many struggling to 
contain costs.

The sector continues to face a number 
of challenges, including balancing 
permanent and temporary workers as the 
sector continues to attract a lot of project 
driven work requiring a wide variety of 
skill sets. We have yet to see what impact 
a post Brexit Britain will have, but it’s 
likely to reduce access to talent, making 
people costs even more expensive, and 
is likely to cause more agencies to seek 
offshore solutions. All this, alongside the 
prospect of having to put freelancers on 
the payroll from 2020 as the off-payroll 
working rules come in to effect, will bring 
an increased financial burden. Whether it 
will lead to a cooling off of the freelance 
market remains to be seen.
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MARKETING AND SALES PROMOTION
Gross income increases by 1.2%

Operating margins fall to 10% 
from 11.4%

Staff costs per head increased 
by less than 1%

Independents report higher 
operating profit margins than 
group-owned agencies

It has been a disappointing year 
for marketing and sales promotion 
agencies. Despite a small increase in 
gross income and lower staff costs, 
the Top 40’s operating margin has 
decreased from last year’s high of 
11.4% to 10% this year, as agencies fail 
to keep other operating costs under 
control.

On average, the Top 40 has seen gross 
income rise by a disappointing 1.2%, 
as roughly half the consultancies saw 
decreases.

Last year we reported the sector had 
seen a welcome recovery after a number 
of years of very low operating margins. 
This year, however, has seen margins fall 
again, from 11.4% to 10%. Unfortunately 

the decrease was widespread with 27 
individual consultancies reporting a 
drop in operating profit margin.

We believe that a well-run agency 
should be generating a minimum 
operating margin of 15% with a target of 
20%. This year, 12 of the Top 40 managed 
to achieve above 15%, up from 11 in the 
previous year. Just four consultancies 
managed margins of above 20%, which 
is similar to the previous year. Overall, six 
companies were actually loss-making.

People costs remain the largest cost 
for any agency and we recommend 
that agencies contain these costs to 
within 60% of gross income in order 
to achieve healthy margins. Around 17 
agencies managed to control their costs 
within this target and, consequently, 
the average across the Top 40 
improved to 56.9% from the previous 
year. Given the additional compulsory 
costs that now add to the salary bill, 
such as auto-enrolled pensions and 
the apprenticeship levy, agencies 
have done well to control these costs. 
However, given the low average margins 
generated, this indicates that as well as 
these staff costs there is also additional 
spend on freelance costs.

The average gross income per head 
increased, roughly in line with inflation to 
£86,089. However, we believe a well-run 
agency should target gross income per 
head of at least £100,000. The number of 
agencies exceeding this target rose from 
14 to 15 this year.

The real measure of financial 
performance, as always, is operating 
profit per head, which combines both 
productivity and profitability of the 
agency. This figure decreased to an 
average of £8,636.

Group-owned agencies continue to 
comprise just over half of the Top 40 and 
outperformed their independent peers 
as gross income per head increased 
to £97,393. Independent agencies’ 
productivity increased also, but from a 
lower base to £72,626.

Whilst gross income per head generated 
at the group agencies was more than 
the independents, so was their average 
employment cost at around £7,000 
more, at £52,000 per head.

In what continues to be challenging 
times, sales promotion agencies saw 
by far the lowest growth in income 
across all the sectors surveyed. The 
fact these agencies also had both the 
lowest gross income per head and staff 
costs per head of all the disciplines is 
indicative of the type of work they carry 
out. Unfortunately, it is this work that is 
most likely under threat from in-housing 
– which is probably in part responsible 
for the lack of any real growth in gross 
income. If this sector can’t deliver to 
clients faster, better and cheaper, they 
are at risk of losing this work to in-house 
teams. In order to survive, these agencies 
need a point of differentiation.
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MEDIA BUYERS
Gross income up to record high 
of over £1.1 billion

Operating profit up by  
11.9% overall

Staff costs ratio improves for  
fourth year

Independents have  
stronger KPIs than the  
group-owned agencies

It has been another strong year for the 
Top 30 media buying agencies, with 
gross income topping the previous 
year’s record to reach over £1.1 billion.

Total billings for the Top 30 remained 
relatively static. However, the ratio of 
gross income to billings has increased 
to 11.2% compared with 10.2% in the 
previous year. Agencies are reporting 
that client budgets are falling, but 
appear to be controlling direct costs 
in response to this in an attempt to 
maintain their profitability.

Total gross income (on which we rank 
the media agencies) has increased by 
9.2%, which shows resilience in the face 

of the challenges the sector has been 
facing with regards to transparency 
and programmatic digital media. These 
increases were widespread across 
the sample with only four suffering a 
reduction in gross income, the largest 
being Havas Media with a drop of 
21.7% compared to last year. Some 18 
agencies grew their gross income by 
more than 10%.

Total operating profit for the Top 30 
has grown by a healthy 11.9%, and the 
average operating profit margin stands 
at 12.2%, a reduction on the previous 
year. However, this picture is distorted 
by the fact that Dentsu Aegis London 
made significant losses of nearly £40 
million. If we exclude Dentsu Aegis (as 
well as those that haven’t filed their 
most recent accounts) then we see 
a rather rosier picture with average 
operating profit margins at a much 
healthier 19.6%. However, this would still 
be a decrease on the comparative year’s 
20.4%. Given the challenges that media 
agencies are facing, it is no wonder that 
margins are under pressure.

The Top 30’s average gross income 
per head increased at roughly an 
inflationary rate to £106,086, though 

this varies significantly between 
agencies. Our target gross income per 
head is £120,000. Some 13 agencies 
achieved that this year, compared 
with 11 last year and just six in the 2016 
survey.

Overall, staff numbers have increased 
by 7.4%, with the number of employees 
in the Top 30 breaking the 10,000 
barrier for the first time. Total staff costs 
have increased by just 3.5%, reversing 
the trend of previous years, meaning 
that average staff costs per head have 
reduced to £62,364. We have been 
reporting for a number of years that 
employment costs per head have 
been increasing as media buyers are 
finding their feet in the digital world, 
and this is a sign that staff costs may be 
coming under control and perhaps also 
reflective of a slightly more junior staff 
mix.

The ratio of employment costs to gross 
income is a further indicator that 
agencies are getting staff costs under 
control as the ratio has improved to 
58.8% this year, which continues the 
downward trend over the last four years. 
We would recommend that a media 
agency contain their staff costs to 
within 55% of gross income – over half 
the Top 30 managed to do this.

Agencies are concentrating on new 
opportunities, including the use 
of technology, which is crucial for 
maintaining margins while meeting 
clients’ objectives with lower client 
budgets. Adaptability continues to 
be key for media buying agencies, 
particularly during these challenging 
times and with the changes arising 
from technology. With the current 
uncertainty and with new opportunities 
opening up, there is an exciting future 
ahead for media buying agencies.
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PR
Fee income shows growth 
of 9.8%

Operating profit margins 
increase to 13.4%

Over half of PR consultancies 
report margins over 15%

Financial PR still leading the 
way in fee income per head

The PR sector continues to perform 
very well, with the most recent results 
showing a 9.8% increase in fee income 
across the Top 40 when compared to 
last year. Individually, 28 
consultancies reported an increase, of 
which 17 achieved an increase of more 
than 10%.

The Top 40 averaged an operating 
profit margin of 13.4%, which is 
the fourth year in a row that it has 
increased, albeit marginally, steadily 
climbing back from a low of 11.9% in our 
2014 survey. Whilst spend on staff costs 
has fallen, the improvement in margin 
was tempered by increased spend on 
non-staff costs. The spread of margins 
remains very similar to the last few 

years, with 21 individual consultancies 
reporting an operating profit margin of 
over 15%, including 11 reporting margins 
exceeding 20%. The number of loss 
making consultancies remains at four, 
which is lower than most of the other 
marketing services disciplines.

It is interesting to note that, once again, 
the majority of these higher margin 
consultancies contained spend on 
employment costs to within our target 
of 60% of fee income. As an average, 
the Top 40 managed to contain their 
staff costs to within 61.7% of fee income, 
similar to last year.

With regards productivity, our 
benchmark analysis suggests that a 
well-run consultancy should typically 
be posting a minimum fee income 
per head of £100,000 but targeting 
£120,000. Some 26 consultancies 
exceeded our minimum of £100,000, 
with 15 of those exceeding the upper 
limit. On average, fee income per head 
was an encouraging £118,000.

Financial PR continues to hold its 
dominant position in terms of fee 
income per head, at an average of 
£169,000, filling the top four positions 

yet again. It has traditionally been able 
to pitch at premium prices to achieve 
such results.

Operating income per head has 
remained fairly stable, with 21 of the 
Top 40 meeting our lower benchmark 
of £15,000 operating profit per head, 
and 16 reporting profits above our 
target of £20,000.

Overall, the results for the Top 40 are 
again positive, with a lot of the key 
performance indicators moving in 
the right direction e.g. fee income, 
operating profit margin, productivity 
and operating profit per head. We 
wondered several surveys ago whether 
PR agencies would ever return to pre-
recessionary average margins of 16% 
and, whilst this has not yet happened, 
the sector is adapting and the trend 
is going in the right direction. This is 
despite the challenges in recent years 
of procurement putting pressure on 
rates and the increasing trend to move 
traditional retainers over to more 
project-based work. However, the 
overriding need for brands to project a 
positive image to their consumers and 
the challenges and opportunities that 
social media poses in this regard really 
do provide an environment in which 
PR consultancies can thrive!
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MOORE KINGSTON SMITH’S 2018 M&A HIGHLIGHTS
Our corporate finance team is proud to have advised on the following media transactions in 2018:

www.mks.co.uk/media

© Moore Kingston Smith LLP is registered to carry on audit work and regulated for a range of investment business activities by the Institute of 
Chartered Accountants in England and Wales. Any opinions, views or comments contained in this document are intended for those clients and 
contacts of Moore Kingston Smith LLP and associated companies to whom it has been distributed. No responsibility for loss occasioned by any 
person acting or refraining from action as a result of the material in this newsletter can be accepted by the firm. The investments or services 
mentioned in this document may not be suitable for all recipients or be appropriate for their personal circumstances. The information in this 
document is believed to be correct but cannot be guaranteed. Opinions or comments expressed constitute our judgement as of this date and 
are subject to change without warning. This document is not intended as an offer or solicitation to buy or sell any investment nor is it to be 
construed as a personal recommendation. Past performance is not necessarily indicative of future performance. If you do not wish to receive 
this publication or any other information in future, please e-mail us at pd@mks.co.uk.

MMSD0819

CONTACT US

Amanda Merron 
Partner, Corporate Finance 

amerron@mks.co.uk

Esther Carder 
Partner, Marketing Services

ecarder@mks.co.uk 

Graham Tyler 
Partner, Film & TV

gtyler@mks.co.uk 

Ian Graham 
Partner, Marketing Services 

graham@mks.co.uk

Mark Twum-Ampofo 
Partner, Theatre 

mtwum-ampofo@mks.co.uk 

Nicola Horton 
Principal, Corporate Finance 

nhorton@mks.co.uk 

Val Cazalet 
Partner, Film & TV

vcazalet@mks.co.uk

If you would like to discuss any of the matters arising in this edition or how we can help 
you, please contact one of the Moore Kingston Smith team by email or phone. 

Charlotte Building, 17 Gresse Street, London W1T 1QL

t: +44 (0)20 7304 4646

ABOUT MOORE  
KINGSTON SMITH
Moore Kingston Smith LLP is one of the UK’s Top 20 audit 
and advisory firms, and has been helping clients build their 
businesses for more than 90 years. Outside the UK, our 
membership of Moore Global Network offers our clients 
the strength and experience of 609 offices in 112 countries 
throughout the world to support their international reach.

Moore Kingston Smith’s West End office, with its team 
of six partners and 80 staff, specialises in advising media 
businesses. As a multidisciplinary practice we are able to 
provide a full range of audit, tax, outsourcing and corporate 
finance services, as well as legal and business advisory 
services. Such specialist areas of advice include employee 
incentive schemes, benchmarking, succession planning, exit 
planning, business valuations, profit improvement reviews, 
business plans, preparing for sale, pre sale tax planning, 
mergers and acquisitions. In addition to providing media 
businesses with traditional accountancy, tax and corporate 
finance services, we also provide strategic support to business 
owners and managers who are serious about growing their 
business, by helping them to take a step back and think 
strategically about how to dramatically improve business 

performance. The key areas we cover include: business 
development, people management, finance & operations 
and strategy & planning.

Our clients are spread across the media sector, covering 
all the key disciplines within marketing services, TV and 
commercial production, theatre, media technology, 
publishing, consulting and music.

Our services have been developed to advise growing, 
successful businesses at every stage of their growth, with our 
clients ranging from start ups and sizeable independents 
through to multinationals and AIM listed groups.

International expansion is of increasing significance to our 
clients’ growth plans. At Moore Kingston Smith, we support 
our clients as they move into new markets, providing 
commercial and timely advice throughout the transition  
and using our Moore Global Network to assist them locally. 
As part of our international focus, we are also commercial 
partners of the Creative Industries Council  
www.thecreativeindustries.co.uk, which works with the UK 
government to put creative businesses at the heart of the 
UK’s productivity and growth agenda.

For more information on Moore Kingston Smith’s services to 
the media sector, visit www.mks.co.uk


